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-TurRopuct ron 

hed not done a credit business with eny other nations of 
the world, This fact, however, does not imply thet Amer- 
lean capital from private sources did not go into foreign 
countries in large amounts, beth ac investments in enter+ 
prises elroady established in those countries and in newly 
orgenized Americaneowned concerns. | | 

by way of noting the increase in international invest- 
ments of the United States, figures may be quoted from a 
compilation made by George Ny Peek, at the time special 
eaviser to the president on foreign trade, submitted to 
the president in May, 1954, (Figures were furnished by 
the Department of Commerce), Yotel investments in and 
loans to foreign ecuntries July 1, 19696, were (500,000,000. 
The net increase in totel investments by December Sl, 1935, 
was (24,702,000,000 including the United States govern- 
ment's losms to foreign governmente (war debte), of 
€10,304,000,000, Totel investments of the United States 
in foreign countries, then, on December 31, 19535, exclusive 
of war debts, were $14,890,000,000, This is shout thirty 


tn the ease of Danahe betes the Seei4. xy Anolon 
business men felt with good secon that there were no more 
substantial, safe investments than bende of the Imperiel 

Russien Goverment. Rusele was smong the richest of ell 

seretened as to development, The Ruesien people had the — 
eonfidence of foreign investors. 

It hes always beon the policy of the United States 
government to protect ite nationale and thelr property in 
foreign lends, A great amount of political pressure has 
been brought te bear upon our leeders by these same invest- 
ore, & fact which has played e lerge part in determining» 
our foreign policy. 

After the opening of the great war, after the United 
Stetes entered the conflict, our govermment lent large 
sums of money, both in cash end trade, to the Allies. 
bueiness. 

Walle there are voluminous records of debt discussions 
vetwoen the United States anc ite varicus debtors since 
‘the World War, only the attempted negotiations and facte 
underlying those discussions with fuseia will be treated 


In view of the repudiation early tn 1916 by the 
Soviet Union of al dette of the former Russian governs 
mente, she has placed herself in an awkward position with 
all her creditors, If she should now agree to pay all 
American claims, every Buropean creditor nation would be 
proves to be too lenfent and inelined to give ground to 
_ he Union of Seclaliet Soviet Republics, other debtor 
| mations would expect simtler favors from ue, > It ts not 
alone @ question of éiplometic favors being granted, but 
rather @ business proposition inveiving millions of dollers 
im loens ané@ trade te both the United States and the Unton 
of Socialist Soviet Republice, By experience during the 
cortain industrial countries, United States anc Great 
Britein particularly, is essentiel in carrying ovt her 
progrem for internal development. 

Complications in these financial cealings brought on 
by changes in the Ruseien government will be dealt with in 
the following papers As nearly as is possible with aveile 
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World War, Russia borrowed heavily so thet she might con+ 
tinue fighting, While her heaviest creditors were Prence 
end Great oriteain, she also secured oredits and loans from 
the United states, It is with thie last that we are chief« 
ly concerned; 

Tho Fationsl City Benk of New York and other banking 
the emount of $36,000,000 im 1916 end 1916, ‘These trens~ 
actions were not looked upon as loans, but merely as ex 
rangements whereby the expert of merchandise rather than 
of golé would result. Proceeds of these drafts were to be 
mand to pay for uupyhtes eupevted fran the tattes Statens” 


April, 1915, Ruesien five per cont treasury bills to the 
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amount of $10,200,000 were delivered to the National City 
Bank for payment to the Pressed Steol Car Company, ‘The 
agreemont stated that the bank should undertake to discount 
the series of five per cent twolve-month bills up to 
$21,000,000, redeemable May 1, 1917. On. this date it was 

After the Bolshevist Revolution, arrengements were 
made with the holders of these bille who agreed to refrein — 
from presenting them for redemption and were to receive 
interest payments on November 1, 19026 and May 1, 1919, at 
five per cent. If further postponed, holders would re+ 
ceive six per cent interest and additional security of War 
Loan Bonds worth 147,000,000 rubles, previously sent by 
the Russian credit office to the bank to be put on the 
American market. On May 1, 1918, redemption was deferred 
another six months at which time holders agreed not to 
Liquidate the additional security pledged, * 

Im October, 1916, tho benk group issued five and ones 
half per cont bilis om the American market to the nominal 
amount of $26,000,000, This issue wes dated November 16, 
1916, redeemable December 1, 1021, with interest payable 
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semiannually. 

Accoréing te reports in the Commercial and Minancisl 
Chronicle, the first fetlure to meet interest peymente on 
this loan cecurred December 1, 1919. in February, 1919, 
payment of sueh of the coupons due on this issue of bonds 
ae were presented was made by the National City Bank, 
Well Street wae in the dark as to the source of funds used — 
for payment, ° 

4n exchange transaction made by the banking syndicate 
headed by the National City Bank involved the opening of 
@ eredit of $50,000,000 at six end one-half per cont for 
three years, dated June, 1910, Ae nearly as can be ascer+ 
tained through the New York Times and the Finanelel Chron- 
fcle, interest peymente wore made on this loan as late as 
domuary, 1919, a few monthe before ite maturity. These 
peymente made through the National City Bank were continued 
with funde supplied by the Russlen embassy which had charge 
of the Russien bank balance after the revolution, 

& emell controversy erose in December, 1914, as to 
which loans, government (which had been made to the Pro- 


visional Govermment) or private, should reseive interest 


3s COB SROARL Gn. Lhneneted Uieontcle. March 1, 1919. 


the government loan end om the $25,000,000 private loan, 
The secretary of treasury could see no reason why the 
ment instructed the financial attache to mest the interest 
payment on the $25,000,000 bonds held by banks end private 
persons, * | | 

For politieal reasons, private investors in the 
{50,000,000 loan were paid their interest due January, 
1919, for the govermsent did not wish to wesken Russian 
credit until the government statue became more clearly 
éefined, ° , 

In @ letter of June 2, 1922, from Androw & Mellen, 
secretary of treasury, to Charles B, Hughes, secretary of 
state, these facts are given concerning a Liquidation 
Fund, closed out Mereh 4, 1921, which was set up by By 
Bakhmeteff to care for certain Russian obligationse 

At the end of the Provisional Goverment, Sovenber, 
1927, Russia's Liquidation Pund amounted to $47,000,000, 


Apart from ite indebtednege to the United States govern- 
nent at this time, the chief obligations of Russia in this 
country arose out of contracts for supplies and private 
loans mentioned above. Additions) deposits of about 
€29,000,000 were made to this fund from money accruing 
from the sale of Ruselen property in the United states and 
charter hire from certain fuesian ships, of this totel 
of 76,000,000 Liquidation Pund, pert was spent for in« 
on private leens flosted tn thie country, ‘Thie explains 
the atatenent above as to interest payments on Czarist 
Loans being unde os late as 1010, ° 

Fearing default of this $50,000,000 loan in June, 
1919, the syndicate was taling steps to form ea protective 
organigation for the holders when Ughet, Russian financial 
attache at Washincten, expressed confidence that arrange~ — 
mente would be made for payment ee goom ae the A22~Russies 
government was formally recognized. 

Investment in this issue of bonds was considered one 


6 Andrew H,. Mellon to Charles 2B, June 2, 1928, 
ef State Preag Bulletin, June 
* 


7 Commercial end Financial Chronicle, June 21, 1910, 
Be 24682, . 


with imonse profit-miking possibilities if the Russten 
exchange rose to normal during the life of the loam, hen — 
it was made, the ruble was equal to about one-third of # 
@ollar instead of par value of about fifty-one cents, To 
‘balance the Aneriean epedit of $50,000,000 ageinst which 
Renate, GENEe Rover. Dow Ae eee nets One eaNEI ten, 

One authority, in dlecuening Russian lesne floated in 
the United States from 1916 to 1917, gives this listing 
of oblications: 

Decouber, 2916, doltar oan ~ 480,000,000 

Treasury notes sold saline 

Private bankiag eredits = + § 000,000 

it can be seen that these figures vary from those 
given before by about (21,000,000, Generally speaking, 
it eould probably be seid that imperial Russia, through 
private and corporation channels, hed borrowed approximate~ 
ly §2100,000,000 from Americans before the United stetes 


6 "Sales in this of New Ruesian Bonde", in Litere 
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ing to secretary of treasury). 

This constitutes @ portion of the Russian obligation 
see £1t to paye Ber contention is that the debt was con- 
tracted without the consent of the people by a capitalistic 
government which hes since gone out of existence. To pay — 
this debt now would be supporting eapitel, a practice which 
no government organized om the Soviet basis would follow. 


Three days after the announcement of the Provisional 
Government's eyeation in Russia, March 16, 1917, David 
Prencis, United States Ambassedor to Russia, asked his 
home government for authority to recognize the new govern 
monte le wrote, "Thies revolution is the prectical reali« 
sation of that principle of government which we have 
championed end advocated, I moan govermment by the com» 
sent of the governed”. On March 22, Mrs Prancie formally 
: fhe meubers of the Root Mission whieh vielted Russia 
in May of the same yoar found themselves et odds with the 
leaders of the Petrograd Soviet, Tho Amoricane talked 
democracy whereas the Petrograd group was for Socialian, 
Despite this not too encouraging beginning of diplomatic 
relations, our government continued giving aid and support 
to the leaders of the Provisional Government until ite 
downfall in November, 1927 


i 


2 "A Review of United States Relations with Soviet, mussia, 
(October, 1983), pe biaaah 


sing offered United States exedit to the new government, 
April 3, 1017. Congrossional conditions, stated in the 
Liberty Loan Act, required thet suitable terns including 
an obligation fron the debtor govermont bearing three ani 
one-half per cent interest be imposed by the secretary of 
treseury upon making 206n6 So qoveemmente te prossoute war 
against Germany. 
Credits for the following amounts ané at the times 

given were extended to the Provisional Govermnents 

May, 1917 - £100,000,000 

duly, 1927 ~ © %5,000,000 

Juguet, 1927 = $100,006,000 

Oeteber, 1617 + © 50,000,000 


Total + §526,000,000 
Of these credite only {167,729,750 was actually taken 
up in Josns, for eredit was cancelled after November 15, 
1927, when Edward House reported that there was no respon 
gible government in sight since the overthrow of Kerensky 


on Wovenbor 7, 19% © Tb Ss to be understood that thene 
leans were to be spent for goods bought in the Untted 
plies, guns end emergensy supplies were the chief items 
purchased with the lomna, None of these expenditures 
could be made without first gaining the consent of @ come 
mission of the treasury department. 

Only a relatively small portion of the expenditures 
of the Russian government in the United States during the 
period from April 6G, 1917 to March ¢, 1922, was made from 
funds edvenced by the United States treasury. It appears 
that of the 197,729,750 so loaned, about §225,000,000 was 
transferred to the account of the Russien Mtalstry of Fie 
nance at Petrograd and only the balance of about ‘ 
$62,000,000 was retained for expenditure in this country. 

An editorial in "ga Industrielizatein” of April 28, 
1954, argued that the bulk of the sowcalled Kerensky 
credits had not left the United Stetes end. that the United 
States government should have sequestrated that sum, ape 

me 
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Oa  « 
plying it to repayment of Rugefan indebtedness, 


The ulnister of finance in Russia had intended selling 
@ large amount of five per cent bonds in 1027 in the United 
States, However, the Russian financial egant in this 
country reported that our goverment, which was then 
floating its ow loens, pertiy for the purpose of opening 
eregite in dollars for ite Altes, could not approve of 
the sale of Internal securities of those sane Allies on 
the sucwinen marint ao @ seme. of Shinaing Cellar qeunengty 
eo the credit office sbantoned the projects” 

after Kerensky's brief regime had ended, Doris _ 

Bakhmoteff continued to act as representative of the Ruse 
siens in Washington, Reference has been made earlier te 
the Liquidation Punt established in Decenber, 1917, which 
eared for the partial discharge of Russian oblications in 
the United States, According to a letter from Mr, Bellon 
to Mr. Rughes, June 2, 19288, these financial obligations 
consisted mostly of contracts for supplies anc certein 
private losns amounting to about €102,000,000 and 


7 Wire Bianeivn Deane omnes 
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$6,000,000 eeayectivatyy Uaister uount was discussed 
tn some detatl In Chapter II). By March @1, 1921, wien 
the Liquidation Pun of approxisiately $76,000,000 was 
closed out, about 15,000,000 had been paid on contracts, 
end about (10,000,000 on loans. These two items alone are 
in excess of the portion of Liquidation fuais estimated 
by the Russian ambassader to have been derived from United 
ee ee 
IGLT 

The remainder of the @isbursesents were made for 
supplies, traisportation, storage, inspection, interest on 
leans made by the United States md on private loans | 
floated in thie country, salaries anc upkeep of the Rus 
sian evbessy and miccellencous purposes, It seems that 
the outstanding contracts were settled by payment, cancele | 
letion end other nemns without 300s to Amerlean contwactorss 
AL thts was done in cooperation with representatives of 
the department of state, of the treasury and of the War Ine 
@ustries Board, Since March 4, 1921, sume amounting te 
{397,766,73 heave seerued to the liquidation secount and . 
have been applied on Intereet due on Russien obligations, 


@ Andrew H, Mellon to Charles By Hughes, June @, 1088, 
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As to private yetuents of Amerteane in tuseia 
at the tins of the xevelution, the Amerfcen Trade Union 
Delegation's report estivates the amount at $59,000,000, 
Thie was mainly confined to euch interests as Generel 
Tlectric Company, International Harvester Company and 
Singer Sewing Machine Company, Holdings of Crarist secure 
ities, mostly by the New York Lite Tasuyente Company, to 
taled $75,000,000 et the same time. 

ete heen Stainen, oe enhe aes aman ot 
the "certein private Inens” referred to by Mr, Mellon had 
not been touched by Iiquidation, not to mention interest 

In March, 1921, then, 1¢ wae clear that practically 
the entire principal of the private loans made Russia be« 
fore November, 1927, remeined unpaid end «21 of the gove 
erment loan was unredeemed, 
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IBTERVENTION IM IGRGeROLE FROM A FPImaNCTAL vIEwrorne 


Following closely after the fall of Kerensky's short+ 
1ived goverment, came two events which determined a later 
policy of intervention in Rassia on the part of United 
States end other Allies, 

The first of these events was the announcement, 
Pebruary &, 1916, of the repuiiiation by the Central Rrece 
utive Comittee of the Soviet Govermment of all state loans 
comeluced by the previous governments of Russia, All fore 
eign leans were anmiled unconditionelly and without eny 
exception, Lenin's idea in destroying Russia's foreign 
OPENS ASC PEES OF Bho SucarEn Se mee a CNPNTEES 
ism, On Debruary 12, the American ambassador, David 
Prancis, and those of almost all other countries entered 
protests saying thoir governments would reserve rights to 
clein from Russia st en opportune tine, damages for al 
loss which the decree caused their nationale, The notes 
went further by saying that these governments considered 


York Times, February 19, 19103 Paper 


the decree null and voldy * 

The other circumstance which brought on the decision 
to tae © hand. tm Menlin MamNtO. ee, 200. sae} oF She Ale 
Lies was the signing of the Brest - ‘Litovsk Treaty of 
peace betwoen the Soviet Governuent anc Cornany. After 
this, the Allied forces felt entirely justified in enter 
ing north Russia enc Siberia with a view to protecting 
supplies from seigure by Germany anc to prevent German ine 

Coupled with these two factors was the very important 
consideration of the threatening nature of the new govern 
ment in Russia, It was a minority rule es auch as or more 
then the old Czerist regime, ite commmistic principles 
were too radical to be countenanced by even liberal dem 
ooratic mations, and there seemed « decided tendency to 
spread thie radicalism over the world, 

As Late as lay, 1918, the secretary of state volced « 
policy of strict neutrality on the part of the United 
States, * The "White Russians", or Cusse just throw fron 
power under the Provisional Government, desired Allied 
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intervention to check "Red® control. Also, famine was 
imatnent, and Auerican help was necessary. © 

by July, the secretary of state said that the United 
States would intervene in Russie, not so uuch to help 
Russia, es to aid the Czecho-Slovake who were attempting 
to help their brother-Slavs against radicalism, ‘the “only 
legitimste object for which American or Allied troops can 
be enployed is to guard military stores . . » sad te rene 
Ger such ald as may be esceptable to the Russians in the 
organisation of their own seli~defense", © 

By September, there were sbout 5,000 American troops 
an Aenneils 90th ‘stow Sete eget i Riana Hn 
Vladivostok later, ” mic daghe. roger: 
all efforts of troops to guarding ports, * 

The story of Allied intervention in Russia is one of 
whieh it is Giffieuwlt to seoure an unbiased version, 

Of the Russian factions, there were the "Whites® who 
sought to seize power of governing fron the "Reds" whe con» 
trolled orly @ susll part of Russia, geographically, in 
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1918, The "Reds" wore trying to hold what they bed won 
and to set up e recognised, responsible goverment, The 
people through relief supplies, anc to keep Germany fram 
entering the country. 

At one time a White Russian government was headquare 
tered at Omsk with Kolehak at its head, He stated tn June, 
1919, the decision of hie government to pay all debts of 
former governments up to November, 1917, Americen and 
British bankers advanced {40,000,000 to the Omsk government 
in October of this same yoar, ‘This loan was secured by « 
Geposit of gold bars and coin by the Omsk government at 
Hong-Kong. * 

fhe United States War Department sold supplies to 
Kolchak, who efter the failure of his project was able to 
ment of $2,239,000 out of the Liquidation Pun for the 
printing of paper money for the various de facto Russian 
governments, Knowing the fates of those governments, it is 
obvious that that investment wee not e profitemaking one, 

There may be a question as to the financing methods 
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uged by the United States to ahip needed supplies to Russia 
The War Trade Board of the United States Russian 
Bureau Incorporated wis established to carry out certain 
channels, ‘The capital of the corporation was $5,000,000 
given for the purpose by the president, 2° mate organi« 
gation had to establish a ruble medium of exchange which 
would provide for redemption in commodities with proper 
and elastic provision for conversion into credits in New 
York, London end Paris. (The value of the ruble in gold 
was then ten or fifteen cents.) Agents were dispatched 
through the regions being supplied to determine needs of 
the different sections. Cooperative societies had charge 
of aistribution of goods, It was also agreed that goods 
to be shipped from Russia in exchange should be of such 
nature as can be used to advantage in the United States. 
The War Trade Board under which this Russian corporation 
was operating, had been active in almost every country 
controlling exports end imports of the United States, 14 
Ae to famine relief through the Red Cross and private 


agencies, very Little may heve be said. in 1921, Congress 
: appropriated $24,000,000 for famine relief in Russia e 
‘Mike sum was subseribed by private funds, When Ousk wae 
taken by the Bolshevik, Red Cross supplies valued at 
een ae Se re dmertoun velief 
was withcrawn in 102s, *? WA 
tered by the United States government to the extent of 
$4,465,465, which oblications were acquired by the American 
Relief Administration under sn act of February 25, 1919. 
Under this act, Congress appropriated §200,000,000 as « 
revolving fund for participation by the United Stabes in 
furnishing foodstuffs and other supplies to Europes This 
lain is a very reasouble oue, considering the anounte 
spent in Russia for relief purposes. 

it has been said before thet the Bolshevists naturally 
opposed Allied intervention, for Ut wes working contrary to 
of their counter-clains ageinst the United States for damage 
@one Russian property by American armies and by munitions 


12 Albert G, Ritchie, °Fects Und the etantenanlip 
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furnished the “Unites” by the United states, 3 ze quote 
one militant Bolshevist who expressed resontuont at the use 
of part of the Provisional Governsent loan for aruing Waite 
Russian troops against Soviets, "will the lboring masses 
of the Union of Socialist Soviet Republics be asked to pay 
for the bullets with walsh they vere anot?*, ** 

later, in 1950, Litwinoff in discussing debt settle. 
ments stated that counter-clains would be raised only tn 
| eemeenetin eftts slate it. aeteahn Sttiees Fob vient 
Cearist bonds and for nationalized property. * (satton« 
aliged property is that belonging to foreigners which was 
eeized by the Soviet government.) ! 

Other portions of counter~clains erose through the 
chartering of ships of the Russian Volunteer Pleet te the _ 
United States in 1918. These transactions were concluded 
by the Provisional Government with the United States Ship» — 
ping Board, ** One controversy arose in July, 1018, when 
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@ Russian fishernen's association claimed losses because 
four steamers were not released for their use at a certain 
time, At another tine, the Soviet government protested 
the slaure of thee a8 HUME Winey Gaping tiny seve nentes 
‘for trade, *” Some of these cleims bave been taken to the 
United States Court of Claims for settlement, but infors — 
mation as to the decisions ani awards ie lacking at this 

Frou time to time after Soviet repudiation of all 
showed willingness to discuss debte in return for peace 
and renewed trade with Russia, 

On January 12, 1918, Litvinoff sent to the state dew 
partment a note declaring the wish of the Soviets to reese 
tablish normal relations with the United States end that 
%we are veady to eliminate everything which may be an ob= 
stacle to such relations", On March 12, 1919, Ghicherin, 
Comsissar from Foreign Affairs, in a mote to William C. 
Bullitt, offered “recognition by the Soviet goveraument of 
the debts of the former Russian empire” in retura for ea 
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peace settlement, *% | 

The Now York Times of October $0, 1921, carries a 
| story revealing that Ghicherin, secording to a Roste 
" ‘Dispateh, seat a note to the Bpitiah, Pronch, American, 
Italien and Japanese governments saying the Soviet Govern- 
ment would recognize old debts incurred up to 1914 under 
condition that Russie be given “certain privileges making 
possible @ practical fulfillment of these obligations” by 
the great powers makin: peace with end recognising the 
Soviet government. The conference at Genca (to be mention 
@i in the following section) dealt with Soviet terms, 

Kvasein, e foreign trade minister for Russia, was 
Quoted in the New York Times for Septeuber 13, 1921, as de« 
clearing that the Soviet Government disavows legal obligae 
tions of foreign debts, but would be willing to negotiate 
om @ consolidation basis. Korff, former deputy-governor of 
Finlend, according to the August 2, 1921, New York Times, 
“bed no hesitation in saying that these loans will be paid 
to the last centime". It should be kept in mind thet all 
these statements were uade in connestion with Soviet bide . 
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It is diffieult to say Just what gains, if any, were 
made by United States intervention in Russia, The Allies 
were successful tn keeping Germany out of the country ana 
ware able to relieve the suffering of many starving Ruse 
sian people. However, the government they were champion» 
troops in Russia, the lives of uemrly S00 Americans were 4 
Lost and the United States government was made liable for 

fhe next section will deal with trade and with debt | 
States up te the present time, 
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TRADE RELATIONS ABD DEBT BEOCOTIATIONS BETWEZY 
TUE UNITED STATES AND UWLOW OF SOCIALIST 
SOVIET REPUSLICS, 102261035 


Before the war, the United States always enjoyed a 
favorable trade balance with Russia, but for the year 1015, 
there was a much greater increase in exports noticeable. 
From $30,000,000 in 1914, they mounted te {57,400,000 the 
fellowing year, while inports fren Russie deevensed from 
$20,000,000 in 1924 to $2,500,000 in 1925, * 

Of course, the war blockade crippled trade for a time, 
but after that was past and the United States Lad lifted 
her trade restrictions with Russie in July, 1920, a profite 
able trade with the Soviet Government sprang up« Along 
with this Lifting of trade restrictions went the warning of 
the government that individuals and corporations engaging 
in Russian trede would be acting et thetr oun risk, In 
1026 Russie imported more American goods than pre-war 


Cearist Russia nad,” 

Until 1951, the United States ranked as ono of the 
principal markets for Soviet purchases, for as a part of 
the fiveeyear plan, the Soviet Union wished to equip ite 
factories en’ k rgeeseale farms with modern machinery. in 
1030, the high-water mark of Soviet-Americen trade, Amer 
lean exports to Russia totaled §214,396,537, nearly five 
times Soviet exports to Ualted States, In 1952, trade 
figures show a drop of 83 per cent in United States exe 
ports to Russia, One reason for this decline is lack of 
American credits, another, edainistration restrictions on 
Soviet export to United States, As a result, the Soviet 
govermucnt in the early part of 1953 placed its orders with 
Germmny an! Great Britain where it enjoys govermiont-guar 
anteed credits ranging from fourvoeu to fifteen months,” 
The effect of United States recognition of the Seviet gove 
erument was noticeable in trade ficupes for the latter part 
ef 1933 which showed a 70 per cent Increase over the firat 
half, Russian export to United States showed a smaller 


2 “Russia in Well Strect®, in wo Nation, Vol, CXEI (0c~ 
cover BL 2008), pe Be 2ae Betion, 
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On the other hand, 1954 Russian imports from the 
United States came to a bare $1,000,000 a month, this de« 
cline of imports may be explained partly by the necessity 
of Russie to meet maturing foreign credits by means of ox~ 
port balance, partly by progress of the five-year plan 
which has reduced the country's needs for foreign supplies 
of capital equipment. © 

Some may wonder how trade with a country whose covern= 
ment is officially unrecognized is carried on as to details 
of money exchange and credit. 

There are several trading firms in the United States 
serving as agents of the Soviet governments the principal 
one of these is the Amtorg Trading Corporation, All di-+- 
rect sales of Soviet products in United States are handled 
by these particular firms except for a few with special 
contracts for certain products such as furs, mangenese and 
precious stones, © Autorg has received extensive credits, 
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"Russian Debt Barrier” 

tory, Vol. XLI (October, 1934), Ds 119. 
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om open sccounts from banks, ani on goods accounts from 
Sellers of machinery mé other export commodities aggregat- 
ing large sums corresponding te the total emounte of goods 
exported to the Soviet Union, There were also some credits 
advanced by American purchasers of Soviet procucts, but no 
estimate, even approximate, can be made of the amounts for 
the warlous years, Some of these trade figures were quote 
ed at the beginning of this section, | 

Wo American loans have been made, either by the gove 
ormuont or by private firms, to the Soviet 
Constructive loans to fussia would have been difficult and 
perhaps impossible to make under the government's , 
in 1927, In the first place the state departaent would 
probably Ciscourage investments if submitted for its ape 
proval, If loans wore mde, they would have to be floated 
on the open market where there would be very 1ittle sale 
unless investors had sme assurance of Russian recogn 
ion, * | 4 

An instance of credit extension in eid of Soviet | 
trade lies in the §400,000,000 R. Fy Cy loan mde th exe 
porters in 1955 for one year at five per cent secured by 

ry i 
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notes of Amtorg and unconditionally guaranteed by the 
State Bank of the Union of Socialist Soviet Republics. 
Thie lean was for the purchase of American cotton, and 
has sanctioned @ shipping deal with Russia, © rt will be 
noted that this loan was made to Ameriesn exporters, not 
to a Russien agency. _ 

The Soviet Union whose currency is not quoted on for+ 
eign exechances must pay for purchases with cash secured by 
sales in foreign countries or else buy on credit, In the 
long run, if the Soviet were allowed to trade on credits 
@s she wished, these credits would be paid by one of two 
methods: (1) inereased Soviet sales in United States, or 
(2) export of gold fron Russia. ° 

The Department of State has taken the position that 
‘before any consideration ean be given to the question of 
leans by any federal agency, the debts contracted by the 
former Csarist government must first be acknowledged and 
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settled in sosis way By the present regime, This policy of — 
the state cepartment might be traced through statements of 
several secretaries of that department, beginning with 
Bainbridge Colby, who in 1920, in a note to the Italian 
aubassador to the United States hac this to say regarding 
the Russian attitude toward obligations: 


leaders of the have frequent- 

ly and en ae mplpess Aay t omgpen Re Daa 

not of 
See Fee Sees SANE ¢ oo 6 


lx, Colby elso said that the United States was averse 
to any dealings with the Soviet regime beyon4 the narrow 
bounderies of an armistice; that the reluctance of United 
States to recognise the Soviet government was determined, 
not by its disapproval of Russia's political institutions, 
but by the attitude of Bolshevik leaders with respect to 

Charles E, Hughes, secretary of state under President 
Harding, in addressing @ delegation of the Wouen's Comite 
teo for Recognition of Russia, 1923, said in parts 

"Of what evail is it to speak of assurances, if 

valid obligations and 


*r, * 


Later in the same year, in reply to a note from 


Chiteherin, Soviet foreign minister, suggesting debt nego~ 
tiations, Hughes aleo said¢ — 


“There would seem to be at this time no reason for 
eee Seviet authorities are 


ian ebtisens ss ¢ they oun Go So. If thoy 


in 1926, Prank Db, Kelloge, secretary of state under 
President Hoover, made a general statement ef polieys 


"United States views with dlafavor the flotation of 
& loan (Russian) im United. States . « . for the 
advanes which 


purpose of to a bes 
the tion of to 
ted States . « « anid 
American ci in Russie,* 11 


The Department of State issued another statement in 
1926 voicing objection to the floating of Russian railroad 
bonds in Unites States, This came after an attempt had 
been made te send bonds by mail to investors with provise 
fon made for interest to be paid through fiscal agents in 
this country, Holders of repudiated railroad bonds in 
Russia (notebly New York Life Insurance Company) hed obs 


™° tateed, tated. States an musslat, in. ie of Auorigan Acad 
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Jected stremously to the new flotation, 

The foregoing quotations show the trend taken by our 
governnent's policy up to 1926 regarding debt settlements 
with Russie as tied up with the recognition question, 

We shall look now at an act passed by congress in 
April, 1034, the Johnson Act, which followed the reeogni~ 
‘tion of the U,8,5,2, by President Roosevelt in Novesber, 
1935, This act places a ban on loans by American firms and 
inéividusls (United States government agencies such as 
Export-Import Bank not included) to any foreign government 
in defeult on its obligations to the United States trease 
ury, 

The Johnson Act might have been interpreted to pro» 
vent further sale of Soviet govermment bonds, expressed in 
gold rubles end redeemable at any time by the Soviet State 
Bank in gold velues of the dollar at the exchenge rate 
fixed in Moscow, Two issues, one bearing ten per cent ine 
terest, and ancther bearing seven per cent interest, have 


been sold. At the time of the passage of the Jobnson Act, 
12 “Soviet Loan Sarred in United Stetes" 
tory, XkVEi (Uarch, 1928), ppe 90s-010, 2 Sumeaak Sie 
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about $3,000,000 had been sald on the secon! issue. As 
thie is written, sales have advanced to nearly §10,000,000, 
The Soviet covermment seys thet the Johnson Act should 
not affect it, since the Union aid not default ite om 
dents, ** a, P. Rosongalts, Soviet comnfesar for foreign 
trade, in the Hew York Times of January $1, 1935, is quoted 
@S sayin: the Johnson Act te unfairly applied to the Soviet. 
He alec points out thet the Seviet Union had bought 
$30,000,000 gold rubles’ worth of goods from United States 
on its first fivesyear plan ani 620,000,000 rubles’ worth 
since its establishment, hence debts te United States 
should have been discharged. 
Interpretation of the Johnson Act was referred to Ate 
torney-Seneral Cummings by the state department when debt 
negotiations with Ruesia were imeinent. The ettorney« 
general apparently was not told that negotiations were 
being carried forward on a basis of measuring cleins 
against Gounterweleims, At any rate, he ruled that the 
Soviet was in default. Interpretation of the Johnson Act 
makes settlement of the debt problem indispensable to a 
trade revivel with Russia, Even without this obstacle, it 
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is by no means certain thet our government or our banks 
would provide the four or five year credits demanded by 
Soviet trading agencies, *® 
Before goin: inte e Giscuseion of reeent debt nego- 
tintions between United States and the UsS,Seie, it micht 
be well to review a few of the claims against the Soviet 
Unions Wile figures vary slightly as quoted by different 
authorities, this official etatenent of Anericen claims 
ageinst Russia seems to strike an averacet 
I, United States Cla 
(een fem trmaal Soper oF Sggrotry 
+ Tot erty team Aate's « + « « @187,420,760,00 


tw Oe eee materials 
under Act of duly 9, 1918 « « 406 ,082,00 


* agerteoan Redte® Adal 
: tion (Act of February | 
26, 1018) ss ee eevee 4,465 ,465,.00 


Total principal « « ¥i02, 601,297.00 
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II, Russian Bonds held ecievtens othsuenn 
ceeeas Seetre ee Suge 1922, 
De * er 


Rs Pive and oneehelf per cont £2 
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‘Adsing these totals together, se find the grand total 
to be $667,601,297,00 without counting defaulted interest 
ee 
(400,000,000 item). 

as Si hla Haynes ina kk anal 
G@imost onewhalf of which is interest, a "payment on ace 
count’ of §8,000,000 had been arranged by Bakhemterfr 
through the liquidation of Russien assets before his return 
to Russia tn 1922, *° 
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Investments by Amerigan nationals in industrial se- 
curities, railroad or other stocks are practically absent, 
4 belt dozen large American concerns hold practically all 
of Aucrican cleins against Soviet Russia (under ltscellan 
eous Cleims in table given before), A summery published 
by the Russian Institute of Beonemle Research in its per~ 
Lodical, National Hoonomies, October, 1982, itemizes ten 
Anerican enterprises with a totei investuont of 117,760,000 
rubles, Of these, two were manufacturing concerns « the 
international Harvester Company and the Otis Elevator Com 
pany. ‘The Singer Manufacturing Coupany, the Russian Babe 
cock an: Wileox Corporation an! other trading corporations 
were engaged in commerce, As has been mentioned before, 
@nce concern were represented in Russia by sizable invest~ 
monts. 

Hention might here be made of debt agreements made by 
the Soviet Union in 1927 with other nations, By these 
treaties, Russia is bound to give to the signatory nations 
the gane treatment as to confiscated property which she 
accords the most favored nation, Russia bes eppeered un» 
willing to reimburse Prench and English holders of property 
for their losses, because these nations were most active in 


inflicting damage in intervention, The Aseriean Trade 
Union Delegation offers the opinion that the United States 
should enter into en agreement with Russia which will pro« 
tect Americen investore, yet not involve Russia's diplomat~ 
ic relations with other countries under the most favored 
nation clause.”” thet Russia has had somewhat this same 
idea is shown by suggested terns for debt settlements in 
the 1934 discussions, — 

Russian recognition were full compensation for confiscated 
property and full payment to American holders of Csarist 
bends as well as payment te the govermment of the Provis« 
ional Government obligations, As we know, recognition of 
the U,3,5,8, was granted tn November, 1935, with no deft. 
nite solution of the debt problem being reached, One of 
the points covered in the Roosevelt-Litvinoff conversations 
of 1935 was the statement that the Soviet Union would not 
hold the United States responsible for property damage 
evising during the activities of the United Stetes troops 
in Siberia after January 1, 1918, ‘The Murmansk expedition 
was not mentioned in this waiver, it will be noted, Ruse 
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from American court decisions in favor of the Soviet Union 
and undertook to bring mo new causes in our courts for 
pest injuries. 

In February, 1984, the Export-Import Beak wae ereated 
by the government to encourage trade with Russia, Its io» 
itial capital was $11,000,000, to be supplied jointly by 
the Re J, Cy and SRA emergency funds, The benk was to bo« 
gin to funetion only after settlement of debts md clains 
with the Soviet Union, 8° 

By September, 1034, the state department Led given as 
the "limit" to which it would go, the sealing doen of debte 
and cleins to between 100 and 150 million dollars to be 
pald over twenty years’ time, Credits were to take the 
form of loans which the Export-Import Bank was to make to 
manufacturers extending credits on Soviet purchases in the 
United States, The bank would collect ordinary interest 
(five per cent) on credits, but the U,S—eSeR, was to pay an 
additional interest (three per cent), the excess of which 
was to go to @ fund for paying Amertean debts, =" Russia 


20 nose, SES ees Wevelogaent gn Awoptean Gust- 
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asked for a loan twise as large as the settlement figure, 
oo Fn a 
stead of the eredite offered, *° 

A possible reason for the Soviet's rejection of tha 
Untted States proposal might beve lain in Buropoan bids 
for Russian trade by very favoreble eredit offers. ™ 
Another writer on thie subject partly explodes this theory 
by saylng that in June, 1934, huesia's earlier expecte~ 
tions of favorable trade errangements are not so promtis- 
inge The Angle-Soviet trade agreement carries « stipula- 
tion of balanced expert mi import trade which ralees prec- 
tical difficulties. In Gormany the Soviet Union has been 
vefused a request for e new five-yoar credit. Since it 
will take Rugeia until 1935 to get itself out of debt on 
trade anc this aust be done by excess of exports over im 
ee 
reminder of the world, ** 


22 — Rebuff", in Business Begk, (February 9, 1935), 
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Troysnovsky, who Gelivered the Soviet rejection nese 
wage to Secretary of State Hull, January 31, 1935, neoded 
only five uisutes in whieh to conclude his business, ‘The 
disagreement way have been in the length of time mentioned 
in the eredit proposal, of At is possible that the word 
"Loan" used in the document meant “eredit” to Roosevelt, 
“money” to Litvinofr, =° 1 trayanovaky had expected lr, 
dull to have another proposal ready should Russia refuse 
the firet one, he was evidently disappolated, for none 
was fortheoulng. : 

After the failure of negotiations, January 31, 1935, 
preparations were begun for dlasolving the Export-Import 
Sank, The second Export-lmport Bank provides credit for 
trade with ll other countries, 


25 Fischer, "The Soviet~Amerioen Break”, tn , 
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couctuston — 


It is extremely Giffieult, if not impossible, te 
maiee protiotions $0 to Us 'citeane UF Wis Suistan-tnertons 
debt problea, . ; 

Sui thin Mah btaeandhead' ehhe Mids iden Uilie mening 
the last two years, the United States has negotiated on a 
nnn sacenscs Nase ate seis, 
Russians. 

ae ah Sik hs Girne cilia. 
its loan to the Provisional Goverment, coumonly called 
the Kerensky loan, $406,062 for sale of surplus war mater~ 
iale, and more tun §4,000,000 for Ameriean Relief Admine 
ietration expenditures, On claims due American benke and 
private individuals, there are the gold treasury bonds end 
shorteterm notes seld in this country before our entrance 
to the World War, totaling $75,000,000, liseeliensous 
Claims including nationalised property and other confise 
cated investments of Americans in lussia make up another 
$400,000,000, This does mot teke inte account the inter 
est which would have eecrued on these sume had they been 
recognized obligations by the debtor, 


over against thley the Russlane offered tho United 
States about §125,000,000 payment to be accumlated as 
surplus interest on @ propose? losn shoul: pile up. Also, 
the rosy pictere of inoraased purohase of Anoriean goods 
by Russia was mentioned, Of course, as we Imon, a halt 
to negotiations was brought about by American refusal to 
grant e monetary loan, and Russien refusal to treat with 
out that factor being Included in the agreement, 
Recognition of the U,S,3,R, by the United States sow 
ernment on Hovember 16, 1983, did act have the magle ef 
fect on trade between the two countries that certain advo- 
cates of recognition had virtually promised, ‘Those trade — 
effects have been mentioned before im this paper, In fact, 
failure of debt settlement destroyed all hope of tmediate 
improvement of export trade with Russia, thus depriving 
Pecognition of the principal benefit expected from it, 
according to EB. S. Puraiss in Current History, April, 1936. 
Furthernore, the Johnson Act closed the door te prie 
vate credite, while abolition of the Export~Import Bank 
removed the mechanism through which government eredit might 
Without these conditions being true, Ameriean capital 


would reasonably feel a hesitancy in going into a country 
with that being the ease, government protection would never 
be given such investments. 

To the outside world, the territory east of Poland 
and Rumania, end which stretches from the Arctic Ocean to 
4sia Winor, ie Russia no matter what form of government 
may be at the head of that vast region, Russia's national 
debt of 1914, of 1917 and of 1036 te rogarded as an obli« 
gation to be paid by Russians. ‘This is the view of those 
epeepoeaicing: SaARenERANtS of the GREER Mteben te chen: 
a debt is a debt. 

There have been large profits realised by American 
manufacturers of production goods sold in Russia during 
the last seven or eight years, particulerly, when Russia 
was seeking to realise her extended five-year plan of ine 
dustrislising that country so that she need not depend so 
greatly on outside imports. ‘The rather hrge degree of 
success of this plan has brought about the inevitable drop 
in demand for goods from manufacturing countries such as 
Great Britain, Germany and United States, And yet, Amer- 
icans railed at previous administrations for not recognie+ 
ing the UsSeS.R,. so that “we wight enjoy fell trade bene- 


fite with Qussia”. It appears from present indications 
that that trade has already reached and passed its peak 
under a condition of nonerecognition on the part of our 
goverment. 

If debt negotiations had been completed before recoge 
nition wes granted, Litvinoff micht have come to terms 
with the United States, After the conversations of Hoveme 
ver, 19353, resulting in Soviet recognition, the only thing 
Litvineff wanted from the United States was a monetary 
lean « he could get all the credits he wished from Paris 
and London, 

Daring 1034, France arranged @ 1,000,000,000-franc 
eredit for a fairly loag period at a low interest rate for 
the UsS,S.R, Germany offered a 200,000,000—mark credit at 
better terms, Creat Britain had made similarly liberal 
offers, Undoubtedly, the Soviet Union was in a better 
bargaining position, beth because of these proffered cred 
ite and because hor outstanding foreign obligations bed 
been reduced to little more than §100,000,000, ‘The 
UeSe5.R, expects a gold production of §260,000,000 in 
1935, @ fact which will further raise her standing as a 
eredit risk. 

Enough deteil ef Troyanovsky's brief session with 


Secretary Hull, January Sl, 1955, has been given to ace 
quaint the reader with the facts set forth on both sides, 
The Soviet diplomats were wise enough to know that an agree« 
ment on the part of the government they represented to 
make an outright payment to the United States would place 
their heaviest creditor (and now apparently best friend), 
France, in a compromising position, ‘Should Sussia pay the 
United States, the letter might conceivably point to Ruse 
sia's example in demanding payments from her other Euroe 
pean debtors, It would seem fram this, that the Russian 
debt discussions are almost inseparably bound up with those 
of other European nations. : 

Walle it is not within the capabilities nor is it the 
intention of the writer to suggest a solution of the debt 
stalemate now existing between the United States and the 
UsSeSsRey It is possible to voice a few observations and 
opinions, 

With world conditions as well as national coniitions 
subject to changes from so many different causes, why 
should it not be the wisest course to complete @ phase of 
diplomacy when the stage seems sot and conditions favore 
able? It would seem that in November, 1933, either Lite 
vinoff or Ur, Roosevelt brought discussions to an end bee 


fore all details had been taken care of, then debt repu» 
@tation was one of the principal reasons for withholding 
Soviet recognition for gixteen yeare, the failure to make 
that point a major faeter in final recognition le lize 

Since our recognition of Russia, the status of Buroe 
peen nations emong themselves bas changed, Russian Par 
Bastern concerns are not the seme, Buropean credite have 
been offered, and sometimes accepted by, Russia, American 
exporters are worried about the crop in trade with Russia 
‘anc gee mo Laprovement in eight, with continued government 
adherence to the present policy, . 

’ Tf the United States should open negotiations with 
the UseS,5eR, now on the debt question, she would not be in 
@ position to dictate terms as ahe was in 1955, with some 
thing to offer which Russia coveted, 

It te poseible that at sone future tims, internation 
al politics ani diplomey may provide an opportunity for 
this debt question te be reopened and « mitualliy satiee 
factory settlement wade, It is also a possibility that 
Awerlean exporters an: Husslan industry will feol the need 
of the services that each could provide the other, and so 
cause their respective governments to make an adjustment 


of this open problem, As matters atand et the time of 
writing this paper, there seems to be no immediete promise 
of such discussions being brought about, 
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